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  Supervisor Zev Yaroslavsky 
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  Supervisor Michael D. Antonovich 
 
FROM: J. Tyler McCauley 
  Auditor-Controller 
 
SUBJECT: DEPARTMENT OF HEALTH SERVICES - COMMUNITY HEALTH PLAN 

FISCAL YEAR 2003-2004 FINANCIAL AUDIT 
 
Attached is a copy of the independent auditor’s report on the Department of Health 
Services’ Community Health Plan’s (CHP) financial audit for fiscal year (FY) 2003-2004 
and the auditor’s report on the CHP’s internal controls.  The audit was performed by 
Simpson & Simpson, Certified Public Accountants (Simpson). 
 
California law requires the CHP and other managed care plans to submit annual 
financial statements that have been audited by an independent Certified Public 
Accountant to the State Department of Managed Health Care.  The statements must be 
accompanied by an opinion on the fairness of the financial statement presentation.  
Simpson expressed an unqualified opinion on the fairness of the CHP’s financial 
statements for FY 2003-2004.  The CHP has submitted the report to the Department of 
Managed Health Care, as required. 
 

Internal Control Findings 
 
Simpson’s report on the CHP’s internal controls includes material weaknesses related 
to the lack of a system to bill out-of-plan claim payments and distribute retroactive 
adjustments, deficiencies in the patient management system and inability to handle 
increased growth.  Some of these weaknesses have been reported in the past and have 
continued to exist because they relate to the need for an enhanced computer system. 
 
Simpson’s report also includes weaknesses related to the CHP’s lack of controls over 
writing off of uncollectible accounts and lack of monthly account reconciliations.  These 
issues were discussed with CHP management.  CHP management’s responses are 
included in the internal control report. 
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A U D I T O R - C O N T R O L L E R  
C O U N T Y  O F  L O S  A N G E L E S  

 

If you have any questions, please call me or your staff can contact Jim Schneiderman at 
(626) 293-1103. 
 
 
JTM:JS:yb 
 
Attachments 
 
C: David E. Janssen, Chief Administrative Officer 
 Thomas L. Garthwaite, M.D., Director and Chief Medical Officer, Department of Health Services  
 Raymond G. Fortner, County Counsel 
 Violet Varona-Lukens, Executive Office 
 Public Information Officer 
 Audit Committee 
 








































